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Abstract

For much of the 20" century Polish governments heavily regulated foreign trade,
but the degree of this influence differed. When Poland became independent in 1918,
the state took almost complete control over the sector. A tentative liberalization was
stopped by the customs war with Germany in 1925, and later by the Great Depres-
sion. The final years before the Second World War saw an increase in the state’s
influence through the exchange control. Regulations became stricter under different
conditions in the post-war period, with the state monopolizing foreign trade entirely.
After the end of Stalinism in 1956, Poland slowly opened up its economy, but until the
1980s changes were limited in scope. A true breakthrough came with the transition,
which started in 1989. Not only did the country open up, but in the coming years,
the government ceded some of its powers relating to foreign trade to the European
Union. During the interwar period, as well as after 1989, Poland followed worldwide
trends. The communist period was an aberration in the sense of producing an inef-
fective system. Both before the war and under the communist regime, foreign trade
was expected to bring mostly static gains. This changed significantly only after 1989.

Keywords: foreign trade, economic policy, the Second Polish Republic, the Polish
People’s Republic, the Third Polish Republic

Introduction

The purpose of this article is to conduct a synthetic analysis of the trade policy of
contemporary Poland in the context of three subsequent phases in our history: the
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Second Polish Republic, the Polish People’s Republic and the Third Polish Republic.
In this study, trade policy is understood as a group of goals and measures applied by
the state institutions in relation to foreign trade, connected with the implementa-
tion of broadly perceived economic policy. The definition adopted in this work leads
to the following questions posed by the author.

Firstly, the author aims to indicate the measures used in the implementation of
the trade policy in subsequent periods and the degree of the interference of the state
in the abovesaid exchange. In particular, the author presents two long-term trends:
increased control over the period of twenty-five years starting with the Great Depres-
sion (in fundamentally different political contexts of the Second Polish Republic and
the Polish People’s Republic) and gradual liberalisation of the economy after the Sta-
linist period (it is important to indicate that a significant change was brought about
by the collapse of communism).

Secondly, the author examines the role which foreign trade was expected to play
in the trade policy. In order to achieve this objective, the author formulates a ques-
tion concerning the type of benefits obtained as a result of trade activity, considering
the subsequent forms of Polish statehood. Taking a broad perspective, the accessi-
bility of foreign markets may provide two kinds of benefits.! As far as static benefits
are concerned, such an exchange allows for obtaining the goods which - due to the
technological reasons or supply shortages — otherwise would be unavailable in the
country. In this context, it is important to note that, owing to the specialisation, it
is possible to achieve the overall higher level of consumption. In turn, the dynamic
benefits are the effects of foreign trade facilitating the economic development through
the transfer of technology, increased pace of capital accumulation as well as access
to larger markets, enabling the participating entities to benefit from the economies
of scale. Specialization in terms of global trade may also facilitate and support the
development of innovative sectors. On the other hand, the same specialization may
also perpetuate the unfavourable position in the international division of work (for
instance in raw materials sectors), while market opening and competition from for-
eign manufacturers, instead of facilitating economic growth, may result in the elim-
ination of local production.” In his article, the author shows that for the most part
of Polish contemporary history, the tendency to focus on static benefits prevailed,

1 More on the benefits of foreign trade in Central and Eastern Europe in the 20" century, in the article
by the author of this article and co-author, Bogdan Murgescu: Economic Development, [in:] The Routledge
History Handbook of Central and Eastern Europe in the Twentieth Century: Challenges of Modernity, S. Hol-
ubec, W. Borodziej, J. von Puttkamer, (Eds.), Routledge, London-New York (in print).

2 Cf.: P. Bairoch, Economics and world history: myths and paradoxes, University of Chicago Press, Chi-
cago 1995, pp. 136-138.
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even though this trend was more visible in the Polish People’s Republic than in the
Second Polish Republic. After communism collapsed, the focus in the trade policy
started to shift towards the dynamic benefits resulting from foreign trade.

Due to the synthetic nature of the article, the author’s purpose is not to examine
the specific instruments applied by the state, but rather to depict the overall charac-
ter of the trade policy. Similarly, the author does not engage in an in-depth analysis
of the formation process of the abovesaid policy. However, it is important to indicate
that essential changes were taking place in this respect - in the years of the Second
and Third Polish Republic Polish authorities maintained a relative degree of freedom
with regard to selecting goals, methods and measures in pursuing the policy within
the framework of the economic paradigm prevailing at the time. This freedom can
be exemplified, for instance, by the diversity of approaches towards the currency
exchange rate adopted by different countries in the 1930s. In the period of the Pol-
ish People’s Republic, the shape of the system was imposed from outside, and the
country’s policy was determined by both the currently prevailing ideology and geo-
political conditionings. Despite the fact that after Stalinism collapsed and greater
diversity could be observed in terms of economic policies pursued by countries of
the Eastern Bloc, the room for manoeuvre remained limited.

The only monograph presenting Polish foreign exchange in the 20" century was
published by Leszek Jerzy Jasinski.’ There were, however, more publications cover-
ing the three periods examined in this paper, in particular the inter-war era. Apart
from ideologically influenced Krynickis work (which covers the first years of the
PRLs existence),* the issue of trade was widely discussed by Zbigniew Landau and
Jerzy Tomaszewski; apart from these publications, there are many in-depth analyses
dealing with the subject matter.” The best comprehensive work presenting the era
of the PRL is the abovementioned publication by Jasinski, which is supplemented
with the studies from the period,® among others, those concerning the functioning

3 L.J. Jasinski, Blizej centrum czy na peryferiach? polskie kontakty gospodarcze z zagranicg w XX wieku,
Centrum Europejskie Natolin, Wydawnictwo Trio, Warszawa 2011.

4 ]. Krynicki, Problemy handlu zagranicznego Polski 1918-1939 i 1945-1955, Panstwowe Wydawnictwo
Naukowe, Warszawa 1958.

> E.g. P. Witkowski, Polska polityka celna w latach 1918-1939, “Zamojskie Studia i Materialy” Vol. 7,
No. 3, 2005, pp. 285-301; J. Lazor, Polenrisiko. Instytucjonalne ograniczenia handlu zagranicznego II Rzeczy-
pospolitej, “Kwartalnik Kolegium Ekonomiczno-Spolecznego Studia i Prace” Vol. 7, No. 3, 2016, pp. 91-108;
M. Lapa, Reglamentacja handlu zagranicznego w Polsce w latach trzydziestych XX wieku, “Zeszyty Wiejskie”
No. 22, 2016, pp. 635-655.

¢ An overview of Polish achievements in the work J. Sotdaczuk, Nauka polska o handlu zagranicznym
po II wojnie swiatowej (refleksje historyczne), [in:] idem, Polska Nauka o Handlu Zagranicznym (z doswiad-
czert SGH), Oficyna Wydawnicza SGH, Warszawa 1994, pp. 11-35.
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of the Council for Mutual Economic Assistance.” There are many detailed works
analysing the Third Polish Republic period, and as far as in-depth analyses are con-
cerned, the works by Elzbieta Czarny and Katarzyna Sledziewska, Ewa Kaliszuk, and
more recent publications by Krystyna Gawlikowska-Hueckel and Stanistaw Uminski
deserve our attention.® Other relevant studies dealing with the subsequent periods
are indicated in the footnotes.

The article is divided into three parts, which correspond with the subsequent
political forms adopted by Poland in the 20" and 21* century.

1. The Second Polish Republic

The Polish government of the inter-war period pursued the policy of deep inter-
vention in foreign trade. Even omitting the period of “war etatism” in the first sev-
eral months after regaining independence, characterised by full state control over
foreign trade,” and after the liberalism measures implemented by Wtadystaw Grab-
ski, the influence of the state intensified in three phases.

Initially, these changes were imposed by the customs war with Germany, when
it was necessary to find new exports markets to protect the balance of payments and
the newly introduced zloty. Thus, it emerges that even in the years of relative free-
dom of the economy (1926-1930), the authorities significantly regulated imports.'°

The next phase came with the initial stages of the Great Depression, collapse
in world price levels and considerable limitation of international trade. The author-
ities not only increased imports control, but also tried to influence the restructuring
of exports to a higher and higher degree, continuing the trend of its diversification

7 M.in. A. Zwass, The council for mutual economic assistance: the thorny path from political to economic
integration, Sharpe, Armonk 1989; A. Marszalek, Planowanie i rynek w RWPG. Geneza niepowodzenia,
Wydawnictwo Uniwersytetu Lodzkiego, £6dz 1993.

8 E.Czarny, K. Sledziewska, Polska w handlu swiatowym, Polskie Wydawnictwo Ekonomiczne, Warszawa
2009; E. Kaliszuk, Konsekwencje systemowe akcesji Polski do Unii Europejskiej dla obrotow towarowych, [in:]
Wplyw czlonkostwa w Unii Europejskiej na stosunki gospodarcze Polski z zagranicg, Instytut Badann Rynku
Konsumpcji i Koniunktur, Warszawa 2009, pp. 11-62; Analiza handlu zagranicznego Polski w swietle naj-
nowszych koncepcji teoretycznych: implikacje dla polityki gospodarczej w dobie kryzysu, K. Gawlikowska-Hu-
eckel, S. Uminski, (Eds.), Wydawnictwo Naukowe Scholar, Warszawa 2016.

 Z. Landau, W. Roszkowski, Polityka gospodarcza II RP i PRL, Wydawnictwo Naukowe PWN, War-
szawa 1995, p. 206; W. Roszkowski, Ksztaltowanie si¢ podstaw polskiej gospodarki paristwowej w przemysle
i bankowosci w latach 1918-1924, Pafistwowe Wydawnictwo Naukowe PWN, Warszawa 1982, p. 106.

10 K.J. Blahut, Polsko-niemieckie stosunki gospodarcze w latach 1919-1939, Zaklad Narodowy im. Osso-
linskich, Wroctaw 1975, pp. 65-76.
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which was started in the previous period. The concern for foreign trade was partly
associated with the requirements of the gold exchange standard'' adopted in 1924.

In the third phase, the collapse of this system and imposing foreign trade restric-
tions in 1936 meant that international exchange would be subject to an even stricter
control, which was accompanied by the intensification of the state industrial policy.
This period was characterised by limiting and shaping of Polish imports through
foreign trade control and the inclusion of the growing part of the exchange into the
framework of clearing agreements.'

Against the background of other European countries, Poland remained relatively
closed (low value of foreign trade per capita), but also strongly protectionist, in line
with the model which was typical for Central and Eastern Europe at the time. Table
no. 1 presents the level of customs duties in this period. However, especially right
after regaining independence and in the 1930s, customs duties were not the most
important policy measure - in this respect, quotas played a crucial role. The above-
said regulation covered the absolute majority of Polish imports."”* This means that
the domestic market was even more closed than the high tarifts would suggest. Dur-
ing the Great Depression, export subsidies were also widely used. One of the char-
acteristics of the inter-war period was the abandonment of the use of the exchange
rate in trade policy (with the exception of the benefits resulting from the inflation
premium in the early 1920s) - the overvalued zloty had an adverse effect on Polish
trade, especially during the Great Depression.

One of the main characteristics of the inter-war trade policy was the volatility
resulting from a relatively passive adaptation to the external situation and the ran-
dom selection of the applied tools.' This factor makes it difficult to create a coher-
ent account which would cover the entire inter-war period. However, the concept of
economic nationalism allows for conducting such an in-depth analysis.

Originally, the economic nationalism emerged in the 19" century in Central and
Eastern Europe. The contemporary version of the concept, which may be derived from
the thought presented by Friedrich List," is understood as industrialisation, supported

11 C. Leszczynska, Polska polityka pienigzna i walutowa w latach 1924-1936: w systemie Gold Exchange
Standard, Wydawnictwa UW, Warszawa 2013, pp. 303-307.

12 ]. Skiba, Reglamentacja dewizowa w Polsce w latach 1936-1939, PhD dissertation defended at the War-
saw School of Economics in Warsaw, Warszawa 2016.

13- M. Lapa, Reglamentacja handlu..., op.cit., p. 655.

14 H. Szlajfer, Economic Nationalism of the Peripheries as a Research Problem [in:] Economic nationa-
lism in East Central Europe and South America, 1918-1939, H. Szlajfer, (Ed.), Librairie Droz, Genéve 1990,
pp. 100-103; J. Lazor, Brama na Bliski Wschdd: polsko-palestyriskie stosunki gospodarcze w okresie migdzy-
wojennym, Instytut Pamieci Narodowej, Warszawa 2016, p. 169.

15 L.T. Berend, Economic Nationalism: The Historical Roots, [in:] History and culture of economic national-
ism in East Central Europe, H. Schultz, E. Kubt, (Eds.), Berliner Wissenschafts-Verlag, Berlin 2006, pp. 29-38.
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by the state and funded with the profits obtained from exports of agricultural produce
and foreign loans, protected by customs duties and other trade policy measures.®

Table 1. Average import tariffs on processed goods, 1925 and 1931
(non-weighted average, %)

Country 1925 1931

Austria 16 28
Belgium 15 13
Bulgaria . 90
Czechoslovakia 27 37
France 21 29
Netherlands 6 .

Germany 20 18
Poland 32 52
Romania . 55
Sweden 16 24
Hungary 27 43

Source: R. Findlay, K.H. O’Rourke, Power and plenty: trade, war, and the world economy in the second millen-
nium, Princeton University Press, Princeton 2007, p. 494.

The nineteenth-century policy could not be repeated during the interwar period
due to the deflation tendencies (including the fall in prices of agriculture produce),
growing protectionism, expensive loans which were difficult to obtain, and ultimately
the collapse in global trade during the Great Depression.'” Under the circumstances,
the “full” form of economic nationalism gradually started to take shape. This specific
form of economic nationalism was described as “structurally conditioned response
of underdeveloped economies and societies to crises and the situation of low devel-
opment level”’® It is important to indicate that Poland also pursued such a policy.

The economic nationalism in this period consisted in the rejection of free exchange
and the basis of the neoclassical theory, the implementation of the industrialisation

More on the antecedents: E.S. Reinert, How rich countries got rich - and why poor countries stay poor, Con-
stable, London 2007.

16 T. David, Nationalisme économique et industrialisation: lexpérience des pays d’Europe de I'Est
(1789- 1939), Librairie Droz, Genéve 2009; H. Szlajfer, Droga na skréty: nacjonalizm gospodarczy w Ame-
ryce Laciriskiej i Europie Srodkowo-Wschodniej w epoce pierwszej globalizacji: kategorie, analiza, kontekst
poréwnawczy, Instytut Studiéw Politycznych Polskiej Akademii Nauk, Warszawa 2005; A. Gerschenkron,
Economic backwardness in historical perspective: a book of essays, Harvard University, Cambridge, MA 1962.

17 R. Findlay, K.H. O’'Rourke, Power and plenty: trade, war, and the world economy in the second millen-
nium, Princeton University Press, Princeton 2007, pp. 435-455.

18 H. Szlajfer, Editor’s introduction, [in:] Economic nationalism in East Central Europe and South Amer-
ica, 1918-1939, H. Szlajfer (Ed.), Librairie Droz, Genéve 1990, p. 8.
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programme (in the case of Poland - it was evidenced by the construction of the
Central Industrial District (Centralny Okreg Przemyslowy), the recognition of the
central role of the state in the economy, and finally, at least partial independence of
the government policy from both private interests and the global market. This last
element was reflected in the limitation of the freedom of trade, taking the forms of
different measures aimed at protecting the internal market or control of capital and
investments. In Poland, the occurrence of these phenomena was clearly visible after
1936. Within the framework of the abovesaid system, one of the key components of
the trade policy was the protection of the internal market, supported by “financial
nationalism’, consisting in the separation of the local currency from the global mar-
ket. Simultaneously, the economic nationalism was not synonymous with isolation-
ism — access to the global market was still considered crucial for the development
and even for the functioning of the national economy. Other countries were regarded
as an important source of goods, especially capital goods and foreign currency."
The latter, however, meant focusing on static benefits resulting from foreign trade.?

Thus, a question appears: What was the genesis of the economic nationalism
in the interwar period? Henryk Szlajfer wrote that the phenomenon was the syn-
thesis of various defence actions, which were undertaken ad hoc in the face of the
imminent threat.”! As a consequence, the economic nationalism programmes were
rarely cohesive, an even less frequent occurrence was the synchronisation of indus-
trialisation programmes with the trade policy.** In other words, the formation of
economic nationalism may be perceived as a process rather than a single event or
issuance of a specific legal act. Thus, the phenomenon may be regarded as a category
used to describe the Polish interwar trade policy, which, despite its volatility and the
application of ad hoc solutions, in the mid- and late 1930s, impacted the evolution
of a broad framework of state intervention in the economy. In the region, Poland
was characterised by late departure from the gold standard, which was directly cor-
related with the costly deflation policy conducted until 1936.%

19 J. Kofman, How to Define Economic Nationalism? A Critical Review of Some Old and New Standpoints,
[in:] Economic nationalism in East Central Europe and South America, 1918-1939, H. Szlajfer, Librairie Droz,
(Eds.) Geneéve 1990, pp. 28-29.

20 More on a specific variation of this policy on the most important market for Poland: J. Lazor, Import
i eksport polskiego wegla w okresie migdzywojennym, [in:] Problemy energetyczne Polski, Vol. 1: Surowce,
A. Jarosz-Nojszewska, W. Morawski, (Eds.) Oficyna Wydawnicza SGH, Warszawa 2016, pp. 51-69.
Cf.M. Lapa, op.cit.

21 H. Szlajter, Economic Nationalism of the Peripheries..., op.cit.

22 1. Kofman, How to Define..., op.cit.

23 ML.A. Heilperin, Studies in economic nationalism, Libraire Droz, Geneve 1960; J. Kofman, Economic
Nationalism in East-Central Europe in the Interwar Period, [in:] Economic nationalism in East Central Europe
and South America, 1918-1939, H. Szlajfer, Librairie Droz, (Eds.), Genéve 1990, pp. 219-249.
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2. The Polish People’s Republic (PRL)

If we assume that the disillusionment of economic politicians with regard to con-
sistent effectiveness of the market was a specific feature of “full” economic nation-
alism in the interwar period, then the period of the communist reign may seem
a quantitative and qualitative development of this line of thought, in the scale which
exceeded the wildest dreams of economic activists of the 1930s.**

However, the scale of state supervision was not the only difference in this respect.
In the interwar period, a relatively strict import control was a consequence of cur-
rency problems during the Great Depression, and since 1936, it resulted directly from
foreign exchange restrictions. In the times of the Polish People’s Republic it was based
on the constitutional principle of the state’s monopoly on foreign trade exchange
(Article 7 of the Constitution of 1952). The abovesaid phenomenon was accompanied
by an even stronger currency monopoly than the one experienced before the war.

More importantly, the conditions of the policy in both periods differed. In the
interwar years, the decisions on the direction of trade policy, although frequently
being responses to the events taking place abroad, were formulated in Warsaw. Dur-
ing the communist regime, the very shape of the system was imposed from outside,
and relations with the Soviet Union remained largely asymmetrical. This determined
the specifically ineffective nature of trade policy in the period.

After the Second World War, due to the monopoly in foreign trade, the sepa-
ration from the global economy with the non-convertible currency and the prices
determined by the central planner (significantly different from global price ratios),
the state did not pursue the trade policy using traditional methods. The basic instru-
ment of influence on trade was its regulation, not the currency exchange or customs
policy. In the trade with the socialist countries (the so-called first currency area),
bilateral agreements were usually applied on a compensatory basis. The multilateral
clearing® was of smaller importance despite the existence of the Council for Mutual
Economic Assistance or the transferable ruble (since 1964). Trade with the rest of

24 More on the lack of intellectual connection between the heritage of List and Marx: H. Szlajfer, Droga
na skroty..., op.cit.; Cf.. A. Leszczynski, Skok w nowoczesno$¢: polityka wzrostu w krajach peryferyjnych
1943-1980, Wydawnictwo Krytyki Politycznej-Instytut Studiéw Politycznych PAN, Warszawa 2013.

25 1. Kalinski, Rubel transferowy, “Kwartalnik Kolegium Ekonomiczno-Spolecznego Studia i Prace” No. 3,
2013, pp. 147-167; C. Leszczynska, Socjalistyczny neomerkantylizm. System rozliczeri obrotéow platniczych
miedzy panistwami socjalistycznymi w latach 1945-1970, [in:] W poszukiwaniu modelu gospodarki central-
nie kierowanej, P. Jachowicz, (Ed.), Oficyna Wydawnicza SGH, Warszawa 2013, pp. 107-124; A. Skrzypek,
Mechanizmy uzaleznienia: stosunki polsko-radzieckie 1944-1957, Wydawnictwo Wyzszej Szkoty Humani-
stycznej im. Aleksandra Gieysztora w Pultusku, Pultusk 2002, p. 200.
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the world (i.e. the second currency area) was initially carried out through clearing,
and subsequently on the free-exchange basis.

Foreign trade was organised in three stages. At the highest level there was the
Ministry of Foreign Trade established in 1949, which supervised the exchange with
foreign countries. At the lower level there were foreign trade centres with industry
specialisations, which were authorised to engage in trade with other countries and
received appropriate currency allocations. At the bottom of the hierarchy there were
entities manufacturing export goods or those in need of imported products.*

From the perspective of the evolution of trade policy, the history of the Polish
People’s Republic is divided into four periods. The first post-war years can be treated
as a transitional period, in which the state controlled foreign trade, but it formally
was not a monopolist yet (and - for a period of time - allowed very limited private
trade). During this period, the supervision and control were mainly executed through
bilateral agreements (the solutions imposed by the Soviet Union proved to be particu-
larly unfavourable). Foreign trade was not treated as a necessary evil just yet, and the
dynamics of its development exceeded both the plans as well as the GDP growth rate.
In other words, exports role consisted in more than simply keeping the imports level
which was necessary to maintain the appropriate volume of domestic production.

The change of the situation took place after the conference in Szklarska Poreba
in 1947, i.e. with the beginning of the Stalinist period. The characteristic element of
the trade policy in the period was the introduction of state monopoly, first de facto
and then de iure. The exchange was subordinated to the newly established Ministry
of Foreign Trade. This was accompanied by the closure and isolation of the country.””
Due to the fact that the imposition of Soviet solutions on Poland and the associated
pursuit of autarky (see the explanation below), Poland started to develop domestic
production of the goods whose import was both possible and rational. As a result,
the trade policy became a derivative of the economic plan - the country imported
the materials which were needed for production, and it exported the goods in suffi-
cient amounts to compensate for imports.

In the subsequent period - lasting until the 1980s - the Polish market was being
gradually opened, without changing the general rules. One of the symptoms was,
among others, accession to GATT in 1967 (though — due to the insignificant role played
by customs in the Polish policy - the introduction of obligations resulting from this
arrangement encountered certain problems; the accession was to facilitate entering

26 Za: K. Zukrowska, Liberalizacja wymiany handlowej - decentralizacja i demonopolizacja, [in:] Trans-
formacja systemowa w Polsce, K. Zukrowska, (Ed.), Oficyna Wydawnicza SGH, Warszawa 2010, p. 402.

27 D. Stola, Kraj bez wyjscia? Migracje z Polski 1949-1989, Instytut Pamieci Narodowej-Instytut Spraw
Miedzynarodowych Polskiej Akademii Nauk, Warszawa 2012.
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the markets of the uniting Europe).” The role of trade and specialization within the
group of countries of the Council for Mutual Economic Assistance was increasing.
It is important to note that the council, although created in the 1940s, started func-
tioning only after Stalin’s death. Eventually, the Planning Committee of the Council
for Mutual Economic Assistance was established in 1971. There were also attempts
— though of limited efficiency - to reduce adverse consequences of the non-convert-
ible currency and centrally fixed prices through parametrisation. Increased imports,
partially financed with the loans taken up by the government led by Edward Gierek
in the 1970s, were a specific form of opening up of the economy. It was accompanied
by greater openness to foreign trade, especially with the countries of the so-called
second currency area, even though the initially assumed essential goal of significant,
pro-developmental increase in exports® was not reached. Exports remained a deriv-
ative of the production plan.

The 1980s were a time of acute crisis in the PRLs economy, the overwhelming
burden of international debt and attempts to rectify the situation, especially in the
face of sanctions imposed as a result of the martial law. The necessity to service the
debt forced the authorities to closely monitor the balance of trade, which provided
much needed foreign currency - this, in a sense, resembles the situation of the period
of the Great Depression, when similar efforts resulted from the need to maintain the
zloty’s position. From the institutional position, the number of companies author-
ised to conduct foreign trade operations increased, the central influence on import
decisions was limited and manufacturing enterprises had better access to foreign
currency. The greatest achievement of the changes was the partial elimination of the
state monopoly in foreign trade in December 1988 and the introduction of a for-
eign currency auction system, i.e. convertibility of the Polish zloty as part of inter-
national trade. The symbolic dimension of these reforms was the transformation
of the Ministry of Foreign Trade into the Ministry of Economic Cooperation with
Foreign Countries.*

The analysis of the reasons for engaging in trade with other countries is of key
importance to understanding the role of foreign trade in the PRL period. One of
the characteristic features of the Stalinist period was the copying of Soviet solu-
tions, along with their autarkic tendencies.” This has largely contributed to the par-

28 B. Bialorucki, Polska w GATT i WTO, “Sprawy Miedzynarodowe” Vol. 50, No. 2, 1997, p. 80.

29 A. Karpinski, 40 lat planowania w Polsce: problemy, ludzie, refleksje, Paistwowe Wydawnictwo Eko-
nomiczne, Warszawa 1986, pp. 234-235.

30 L.J. Jasinski, op.cit., pp. 280-281, 397; D.K. Rosati, Polska droga do rynku, Polskie Wydawnictwo Eko-
nomiczne, Warszawa 1998, p. 305.

31 More on the topic in two articles with the co-author Jerzy Lazor, Wojciech Morawski: Gospodarcze
konsekwencje Szklarskiej Poreby, [in:] Zwrot polityczny °48: miedzy polskg drogg a projektem uniwersalnym,



From economic nationalism to the open market. Polish trade policy... 91

allel development of the bloc countries, which invested in the same sectors of heavy
industry, often based on the same technologies. Even before the Second World War,
the trade between the countries of the future Eastern Bloc was limited, and now the
substitutive character of their economies has only deepened. Although after Stalin’s
death, attempts were made by countries to integrate more closely within the Eastern
Block, the relations established between the socialist countries were more bureau-
cratic than economic.

The pricing policy, non-exchangeability of the Eastern Bloc currencies and eco-
nomic planning were the underlying issues with regard to the role of foreign trade
in the economy at the time. The export prices were largely separate from the costs
of producing the goods. In connection with production planning, this meant that
the export volume did not depend on the exceptional quality of the goods in a par-
ticular country or specific demand for the products but rather the assumed produc-
tion volume. The planned export was a derivative of the import needs. The domestic
production required certain raw materials which should be imported or products
which were not manufactured locally. In order to obtain the goods, a certain level of
exports had to be planned. In trade, pursuant to bilateral agreements the exchange
took place based on barter arrangements; in free-exchange trade - to obtain adequate
financial resources. In this way, the purpose of exports was not to achieve profits or
benefit from the economies of scale, but rather finance necessary imports. One of
the consequences of this secondary role of exports was also the lack of clear export
specialisation.”

Trade in the Soviet bloc, where the quality of the goods did not have a signifi-
cant impact on the volume of trade, since the orders were the consequence of the
bureaucratic arrangements, became an “exchange of inefficiencies”™* In other words,
there occurred a specific “inverse” specialisation, which the mainstream economics
postulates. Since goods imported from the bloc countries were of low quality, and
due to their scarcity, they were not always available, the rational step was to develop
domestic production rather than rely on imports. Moreover, the drive for autarky
also reduced export needs.

Trade with the Western countries was associated with other difficulties. After the
Second World War, the socialist countries faced the worsening of the terms of trade.

Part 2, W. Janowski, M. Jablonowski, Oficyna Wydawnicza Aspra-JR, Warszawa 2015, pp. 551-560; Autarkic
tendencies in the Council for Mutual Economic Assistance, [in:] Disintegration and integration in East-Central
Europe, 1919-post-1989, W. Loth, N. Paun, Nomos, (Eds.) Baden-Baden 2014, pp. 134-146.

32 L.J. Jasinski, op.cit., p. 307.

33 P. Hanson, The Rise and Fall of the The Soviet Economy: An Economic History of the USSR from 1945,
Routledge, London 2014, p. 120.
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This meant that due to the imports, necessary to maintain a high level of investment,
the countries were forced to export a growing number of products. The competitive-
ness of the goods resulted from their low prices, hence the continued threat of using
anti-dumping measures against Polish export entities. The specific detachment of
sales prices from production costs did not stimulate competitiveness. In turn, plan-
ning, especially in the case of imports from the second currency area which was
characterised by low efliciency,* bureaucratic structure and organisational inertia,
impeded the use of imported technologies.’

Differences in the functioning of trade with the second and the first payment
areas translated into the type of exported products. The processed goods, whose
quality frequently deviated from the world standards, were supplied to the CMEA
countries. In turn, raw materials and low-processed goods, in which case the qual-
ity did not play such an important role, were exported to the second currency area.’

Summing up the PRL period, the role of foreign trade, subordinated to the
implementation of the national production plans, shaped the trade policy which was
based on the closing of the economy and strict control of the exchange. This resulted
in limited possibilities of foreign trade as regards influencing economic growth. The
substitution of imports meant, in turn, inefficient use of resources. Low efficiency of
Polish trade and other issues described above, prompted Zbigniew Landau to describe
it as “one of the weakest links in the economic system of the Polish People’s Poland
(PRL)”* According to Leszek Jerzy Jasinski, the separation from global markets
enabled “isolating from the external negative impulses, in particular those resulting
from the unfavourable economic situation; however, as it later turned out not from
all the negative triggers. However, as far as the isolation policy was concerned, its
most important aspect was the country’s separation from the positive phenomena
occurring abroad”?

3 A. Karpinski, op.cit., pp. 393-396.

35 1.T. Berend, From the Soviet Bloc to the European Union: the economic and social transformation of
Central and Eastern Europe since 1973, Cambridge University Press, Cambridge 2009, pp. 32-33.

3% M. Baltowski, M. Miszewski, Transformacja gospodarcza w Polsce, Wydawnictwo Naukowe PWN,
Warszawa 2006, pp. 154-155.

37 Z.Landau, Glowne tendencje rozwoju gospodarczego Polski Ludowej, [in:] U Zrédet polskiego kryzysu.
Spoteczno-ekonomiczne uwarunkowania rozwoju gospodarczego Polski w latach osiemdziesigtych, A. Mueller,
(Ed.), Panstwowe Wydawnictwo Naukowe, Warszawa 1985, p. 76.

38 L.J. Jasinski, op.cit., p. 332.
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3.The Third Polish Republic

The years after 1989 were the period of significant changes in the Polish approach
to foreign trade. They can be described by means of two parallel processes: transfor-
mation, in which the economic system has been converted from the centrally planned
to free market economy and integration — mainly with the European communities as
well as other international institutions. The first process, especially in 1989-1991,%
meant liberalisation of foreign trade, the second translated into its regulations being
submitted to external restrictions. The combination of these factors resulted in the
fact that the trade policy was based on the opening of the economy. The impact of
the exports was to exceed the static benefits, i.e. export was regarded as an impor-
tant factor in generating development.

Notwithstanding the abovementioned changes taking place in the 80's, the moment
of transformation in foreign trade should be associated with the years 1989 and 1990.%
In this period the far-reaching liberalisation was implemented, the remains of the
state monopoly and most of the concession system were liquidated. All these changes
allowed both legal and natural persons to be engaged in foreign trade activities. The
state budget ceased to be the source of financing of the exchange with foreign coun-
tries. This was accompanied by the introduction of a convertible zloty (internally at
first) as well as a number of changes in the institutional environment of the trade
— in the banking and insurance sectors and in marketing.*!

The changes led to the reappraisal of the roles of particular instruments of the
trade policy — customs (with new tariffs imposed in 1990, 1991 and 1993) and the
exchange rate policy have become crucial in this respect.* In the initial stages of the
transformation, the undervalued zloty played a major role in the protection of the
internal market.* The price increase in 1990 eliminated this factor, causing tarifts
to be raised by the authorities in the following year.** In the subsequent period, the

3 M. Baltowski, M. Miszewski, op.cit., p. 78.

40 Jbidem, s. 143; D.T. Grala, Reformy gospodarcze w PRL, 1982-1989: préba uratowania socjalizmu,
Wydawnictwo Trio, Warszawa 2005; J. Kalinski, Kiedy zaczelo sie odradzanie gospodarki rynkowej w Polsce?,
“Optimum. Studia Ekonomiczne” No. 1, 2015, pp. 3-13.

41 7a: K. Zukrowska, Liberalizacja wymiany..., op.cit., p. 403.

22 . Swierkocki, Zmiany w polityce handlowej Polski w okresie transformacji (1990-1996), “Studia Praw-
no-Ekonomiczne” Vol. 55, 1997, pp. 137-152.

43 K. Zukrowska, Liberalizacja wymiany..., op.cit., p. 407; more: K. Zukrowska, Szerokie otwarcie: Polska
gospodarka w aktywnym otoczeniu migdzynarodowym, Oficyna Wydawnicza “Volumen”, Warszawa 1994.

4 D.K. Rosati, op.cit., p. 306; E. Czarny, K. Sledziewska, op.cit., p. 175; Compare: A. Aslund, Jak budo-
wano kapitalizm: transformacja Europy Srodkowej i Wschodniej, Rosji i Azji Srodkowej, Ksigzka i Wiedza,
Warszawa 2010, p. 116.
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state also benefited (temporarily) from import, tax, imposing quota and anti-dump-
ing procedures. Ultimately, the support of exports adopted a rather restricted form.*

According to critics, opening of the Polish market, shaped by the specific require-
ments of the planned economy and non-market trading under the CMEA, occurred
too quickly, which resulted in the “destruction of a significant part of the economic
potential in state-owned enterprises’,* in turn, too low tariffs meant getting rid of
the arguments in GATT/WTO negotiations, and from the long-term perspective also
with the European Union. However, the real value of the customs duty in Poland was
larger than in other countries undergoing a transformation.*

The process of economic integration was of considerable significance in the trans-
formation of the Polish trade policy. In 1993, the Central European Free Trade Agree-
ment (CEFTA) was founded by Poland, the Czech Republic, Slovakia and Hungary,
and another agreement on the gradual abolition of trade restrictions with the coun-
tries of the European Free Trade Association (EFTA) also came into force at the time.
In 1995, the provisions of the GATT Uruguay Round were ratified, consolidating the
arrangements related to the freedom of foreign trade and openness of the market.*®

The process of gradual liberalisation of trade with the European communities
continued. Initially, it was asymmetrical - there was a wider opening of the Euro-
pean market for Polish products (the smallest in terms of agricultural produce) than
in the case of the Polish market for the EU goods.* Already in 1996, a significant
part of Polish exports had free access to the community market and the liberalisa-
tion of imports from the EU area occurred two years later.”

The second process related to the collaboration with the European Union was
institutional integration which was initiated with the submission of an application
for the EU membership in 1994 and ended with the admission to the EU in 2004. As
a consequence, Poland not only joined the Single European Market but also adopted
tthe common tariff, solutions in the field of trade protection and liberalised the trade
exchange with a number of third parties — in other words, an important part of the
Polish trade policy was based on the European community solutions. Generally, this

45 L.J. Jasinski, op.cit., pp. 349-354.

46 M. Baltowski, M. Miszewski, op.cit., p. 194.

47 D.K. Rosati, op.cit., pp. 295-299, 303-309; cf.: A.B. Czyzewski, W.M. Orlowski, Czynniki zmian struk-
tury wytwarzania PKB, przemystu i ustug w latach 1992-1998, [in:] Struktura gospodarki transformujgcej
sig: Polska 1990-1998 i projekcja do roku 2010, A. Lipowski (Ed.), Instytut Nauk Ekonomicznych Polskiej
Akademii Nauk, Warszawa 2001, pp. 235-285.

48 1.]. Michalek, Przystepowanie krajow w procesie transformacji do WTO w swietle doswiadczen Polski,
“Sprawy Miedzynarodowe” Vol. 52, No. 3, 1999, pp. 41-58.

4 E. Czarny, K. Sledziewska, op.cit., pp. 174-181.

50 K. Zukrowska, Liberalizacja wymiany..., op.cit., pp. 408-409.
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meant the adoption of one of the most liberal customs systems in the world as regards
industrial products and highly protective solutions in the agricultural market.”" At
the same time, however, due to non-accession to the eurozone, also after joining
the European Union the zloty exchange rate constituted an element of trade policy.

Table 2. Average import tariffs on processed goods, 1990 and 2000
(non-weighted average, %)

Country 1990 2000
Austria : 4.3
Belgium 8.4 4.3
Bulgaria . 1.7
Czechoslovakia* : 4.6
France 8.4 4.3
Netherlands 8.4 4.3
Germany 8.4 4.3
Poland 12.0 10.5
Romania 17.7 16.4
Sweden : 4.3
Hungary 11.7 71

* Czechoslovakia was kept anachronistically to facilitate comparisons with Table 1.

Source: see Table 1.

Table 2 presents the comparison of the customs duties imposed on processed
goods from different European countries. The situation, however, appears to be dif-
ferent if we consider the weighted averages: in 1990, this average value in Poland was
higher and it amounted to 18.3%, and before the accession to the European Union,
the average applied customs duty was reduced to reach the value of 1.1%. This indi-
cates the degree of the liberalisation of Polish trade resulting from the transforma-
tion.”* In 2010, the non-weighted average for the EU Member States was estimated
at 1.78%, and in 2015 - at 1.98%.>* The respective values for agricultural produce
were markedly larger.

In total, unlike the two previous periods, the years of the Third Polish Republic
witnessed much greater opening of the borders and assigning greater importance
to foreign trade in the Polish economy. The latter resulted from an informed political

51 E. Czarny, K. Sledziewska, op.cit., pp. 181-182; E. Kaliszuk, op.cit., pp. 11-18; Analiza handlu..., op.cit.,
pp. 196-205.

2 E. Czarny, K. Sledziewska, op cit., p. 13; D.K. Rosati, op.cit., p. 304.

53 Tariff rate, applied, simple mean, manufactured products (%), World Bank Open Data, https://data.
worldbank.org/ [retrieved on 10.11.2017].
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choice in the initial stages of transformation. The opening of the borders brought
about noticeable benefits — the dynamic expansion of exports, in particular in the
territory of the European Union, has become a factor in supporting the GDP growth.
A key element making it possible for the mechanisms to occur was the exchange rate
policy, including the maintenance of the Polish currency and its floating exchange
rate. Its depreciation in the period of the economic downturn had a positive impact
on Polish exports.*

Conclusion

Over the last century Poland has been periodically increasing and decreasing the
degree of the openness of its economy. Looking at the account of the Polish trade pol-
icy from the perspective of global trends presented above, the differentiating factor
in the Polish economy was the isolation from the world imposed by the Soviet Union
in the Stalinist period and limited access to foreign markets of the Polish People’s
Republic period. The abovesaid factors significantly impeded the use and benefits
resulting from the favourable international economic situation in the post-war period.

Both, in the inter-war period and in the PRL era, the role of foreign trade in the
economic policy was mainly reduced to the desire to obtain static benefits from
the international exchange. The difference in the approach of the governments of
this period lies in the reasons behind the trade policy pursued at that time: in the
period of the Second Polish Republic, especially after the initial stages of the Great
Depression, focusing on protecting the balance of payments resulted primarily from
unfavourable international economic circumstances, the requirements of the prin-
ciples applied in international finance and very limited foreign expansion opportu-
nities. The specific detachment from market rationality (such as the dumping sales
of coal) did not result from the ideology itself or the intentions of decision-makers.
It is important to indicate that the situation in the post-war years was very different,
i.e. the isolation from the global market was brought about by the ideology and the
adopted economic framework rather than the global economic situation. From this
perspective, the period of the Third Polish Republic may be perceived as a qualita-
tive change in the way the trade policy is conducted, even if we take into account the

>4 L. Dwilewicz, Procesy umiedzynarodowienia gospodarki polskiej po 1989r. — wybrane aspekty, [in:]
Problemy gospodarcze Trzeciej Rzeczypospolitej, Oficyna Wydawnicza SGH, Warszawa 2017, pp. 144-147,
160-161.



From economic nationalism to the open market. Polish trade policy... 97

fact that economic decisions always tend to contain both an ideological and politi-

cal component.
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